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Message Text 

UNCLASSIFIED 

PAGE 01 NEW DE 02467 180741Z 
ACTION NEA- 10 

INFO OCT-OI ISO-00 AID-05 CIAE-00 COME-00 EB-08 FRB-OI 
INR-07 NSAE-00 USIA-15 TRSE-00 XMB-04 OPIC-06 SP-02 
CIEP-02 LAB-04 SIL-OI OMB-OI /067 W 

180743 090737/22 

R 180644Z FEB 77 
FM AMEMBASSY NEW DELHI 
TO SECSTATE WASHDC 1372 

UNCLAS NEW DELHI 2467 

FOLLOWING SENT ACTION NEW DELHI INFO CALCUTTA MADRAS 
FROM BOMBAY FEB 17 IS REPEATED 

QUOTE 

UNCLAS BOMBAY 0403 

E. O. 11652: N/A 
TAGS: EFIN, IN 

SUBJ: RSERVE BANK OF INDIA (RBI) RELAXES CREDIT CURBS 
REE: (A) NEW DELHI 0652 (B) BOMBAY 0155 

1. RBI HAS ANNOUNCED ON FEBRUARY 16, SELECTIVE RELAXATION OE 
THE ENHANCED 10 PERCENT MARGIN ON BANK LENDINGS IMPOSED 
MID-JANUARY (REFTEL A). RELAXATION WOULD APPLY TO THOSE 
BORROWERS WHOSE ESSENTIAL NEEDS ARE NOT BEING MET UNDER 
EXISTING TIGHT CREDIT POLICY. 

2. THE AMENDED POLICY IS DESIGNED TO PROVIDE RELIEF TO COTTON 
TEXTILE INDUSTRY AND ALSO SEASONAL INDUSTRIES LIKE SUGAR 
MILLS. RBI HAS TOLD BANKS THAT TEXTILE UNITS EXEMPTED FROM 
PRODUCTION OF CONTROLLED CLOTH SHOULD ALSO BE EXEMPTED FROM 
ENHANCED MARGINS OE 10 PERCEN. 

3. MR. J.C. LUTHER, DEPUTY GOVERNOR, RBI, IN LETTER TO 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 NEW DE 02467 180741Z 

COMMERCIAL BANKS HAS ASKED BANKS TO SEE TO IT THAT REQUESTS 
FROM INDIVIDUAL TEXTILE UNITS FOR RELAXATION OF BORROWING 
LIMITS FOR WORKING CAPITAL ARE APPRAISED "ON A REALISTIC 
BASIS" SO THAT VIABLE UNITS HAVING A GOOD MANAGEMENT RECORD 
ARE ABLETO INCREASE THEIR PRODUCTION. BANKS ARE ALSO ADVISED 
TO FINANCE MINIMUM NEEDS OF THESE UNITS TO PURCHASE IMPORTED 
COTTON FROM COTTON CORPORATION OF INDIA, AND TO IMPORT 
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MAN-MADE FIBERS WITHIN THE FRAMEWORK OF GOI POLICY IN THIS 
REGARD. 

4. LUTHER HAS REITERATED THAT IMPLEMENTATION OE PRESENT 
CREDIT POLICY NECESSITATES "A DELICATE BALANCE" BETWEEN 
JUDICIOUS RESTRAINT AS AN OVERALL OBJECTIVE AND FULL SUPPORT 

OF THE DRIVE TOWARDS ECONOMIC GROWTH AND INCREASED PRODUCTION. 

5. INDUSTRY CIRCLES ARE SAID TO WELCOME THIS PARTIAL 
LIBERALIZATION OF CREDIT RESTRAINTS ANNOUNCED BY RBI. SEVERAL 
INDUSTRIAL UNITS HAS COMPLAINED IN RECENT WEEKS THAT BANKS 
WERE UNNECESSARIILY STRINGENT IN APPLYING RAISED MARGIN 
REQUIREMENTS AND IN REDUCING CREDIT LIMITS. 

6. ONE BANK ECONOMIST SAID THAT THE OBJECTIVES OF THE 
AMENDED POLICY ARE "MORE NON-ECONOMIC THAN ECONOMIC" IN 
VIEW OF COMING LOK SABHA ELECTIONS. COURTNEY 

UNQUOTESCHNEIDER 
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